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REPORT TO SHAREHOLDERS 


Thirty-nine regular league games and thirty-nine sellouts — that in itself 
explains the success with which the Vancouver Hockey Club has met in its 
infant years as a National Hockey League member city. 


Consolidated earnings for the year ended June 30, 1972 before 
extraordinary item amounted to $494,091, which represents earnings per 
share of $.49 based on the weighted daily average number of shares issued 
and outstanding during the year ended June 30, 1972, or $.49 per share 
on a fully diluted basis. 


The extraordinary item results from proceeds received through the N.H.L. 
expansion in Long Island, New York and Atlanta, Georgia. Consolidated 
earnings for the year ended June 30, 1972 after extraordinary item amounted 
to $1,103,034, which represents earnings per share of $1.10 based on the 
weighted daily average number of shares issued and outstanding during the 
year ended June 30, 1972, or $1.00 on a fully diluted basis. 


Operating losses for minor league franchises in Seattle and Rochester 
resulted in the decrease in net profits before extraordinary item for the year. 


It is important to note that the Vancouver Hockey Club Ltd., a wholly- 
owned subsidiary, has not yet received a final ruling from the Department 
of National Revenue on the deductibility for income tax purposes of 
amounts spent to purchase player contracts at the National Hockey League 
expansion draft in June of 1970. This company has made full provision 
for income taxes against its earnings for the year ended June 30, 1972. 
However, in management's opinion, a favourable ruling is expected which 
will result in a deduction or elimination of current liability for income 
taxes of that company. 


All available seating has been completely sold out for the entire 1972-73 
season at the Pacific Coliseum. The average attendance, including general 
admission, during the 1971-72 season at the home games of the Vancouver 
Canucks, represented 100% of the maximum seating capacity. 


Reflecting our highly successful year of operation, the directors were 
pleased to declare a dividend of 25 cents per share payable August 25, 1972 
to shareholders of record August 22, 1972. 


ee a 


Chairman of the Board 
Vancouver, B.C. 


November 10, 1972 PE. ee 


President 


NORTHWEST SPORTS ENTERPRISES LTD. AND ITS SUBSIDIARIES 


CONSOLIDATED BALANCE SHEET AS AT JUNE 30, 1972 


ASSETS 


CURRENT ASSETS: 


Cash'and/termy deposits . ee. a ee 


Short-term interest-bearing securities — at cost 


(with 1971 figures for comparison) 


1972 


which approximates market Valle") 3) 0 ee 25,000 
Accounts receivables) awe i ee 63,923 
Current portion of notes receivable (NOte 5) 2 ie a5 ee 54,261 
Prepaid expenses and other (Note:3): oi:345 oe oe 263,374 
Due from parent COMmpany-< ee cen see eee ee eee 10,548 

Total current assets: . 422 Baa 4 ee ee eee 1,504,395 
INVESTMENTS: 
Franchises and-rights: to. players (NOte 4) 9. 7 8,362,376 
Investment and equity in hockey leagues =. en 79,885 
Other.investments.— at. cost 46 a=! ..e gata ee ee eee 10,053 
‘HLotal- Investments ve 2.2 Pica eee ce ee 8,452,314 
OTHERSASSETS: 
Notes receivable, less current portion shown above (Note 5) ............ 673,330 
Leasehold improvements and equipment (Note 6) 

less accumulated depreciation and amortization 

(£972 — $5052? 1971) — $1738 2) oe ens ope ee ee 112,551 
Unamortized debenture discount and expenses (Note 9) ............... 182,072 
INCOFRDOrAtION COSTS oo) Fl he Ve ee Ne ere oe 1,987 

Total-otherassets: bese. ere he ee eee A 969,940 
Total in, Se aby SS ates. ate ot ad ig ea ee ac $10,926,649 


APPROVED BY THE BOARD: 


Cyrus H. McLean, Director 


Thomas K. Scallen, Director 


197A 


$7" °202,667 


3,501,041 
56,461 
116,059 
181,677 
13,648 


4,071,553 


8,205,275 
81,955 


8,347,230 


81,164 


119,316 
186,950 
1,987 


389,417 


$12,808,200 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


1972 
CURRENT LIABILITIES: 
Be CmMOUCH BVA IC —— a AI ge eae Ae thet ks vg kee na eee eS Be es $ -— 
Current portion of long-term debt, including accrued interest ........... 236,183 
AGCOUntsEpay. ale anCwaACChU Cds Cian SCSae c 6 cme niki BE os ak ee ee Gls 85 255,974 
PIGOnTemtaCCSuINOUC#?) paren ene an eee ee ee nc ic Sl eee ene t 1,686,866 
Deferred revenue on advance sale of tickets .......................... 1,492,189 
BE OamrOraliic(COLCONMDAINGS ert ae ee a ar ar, fh). 5 & oalshaie Rca soe La 12,158 
ete Tre CMlCOMesLaAXeS AINGIO7 7) ee hc sin 6 Ga baie anes 89,970 
HO IMOMPRe MILA DIVTIeS ote eer ie ee as, ee ag oe he 3,773,340 
DEBE Rem SING ONiEMANES. (NOTE) 7)e.. acnsii of nk Gras oe dye ve Pewee ee 230,000 
LONG-TERM DEBT: 
Due to the NHL, the WHL and their member clubs (Note 8), 
FESSRCIIECCTN AO OMION SNOW NaADOV Css «nb 2) ga) nd a Oh shee Be a oe 388,614 
8V2% convertible subordinated debentures 
SuICENOVEMOCIMO tI GOUMINOLGLO): a1 oe Ue ba ere an ed a Te ee 1,999,300 
Ora OM UC hI CleD ta ater amen ne eee ee okt ner Sante wave 2,387,914 
SHAREHOLDERS’ EQUITY (Notes 9 and 14): 
Share capital: 
Authorized: 
2,000,000 common shares without nominal or par value 
Issued and fully paid: 
10005070119 Ala— 41, 000, 000)-commion shares. a2-8.ssce ol. a a eae ee: 2,714,595 
Irie cme al niin Gmemee eee West tne cic wae oN tye bbe arasd, BErvemiG | Biola | 1,820,800 
POLES talomOlLGCTS RCGUILY te cu. ces ola Yo aan (Gh a Glee Wit sha. tee a ycters 4,535,395 


ASAI 


$ 30,702 
Tt O82 
3077159 
857,600 
1,570,643 


72,200 
3,955,386 


52,600 


3,118,550 


2,000,000 
5,118,550 


PUTAS ohe 
967,769 


3,681,664 


$12,808,200 


ENSHIGS! —. oy iad’ Sy Mehr here ak gee Po OU Ra Cn OUP nner eae Rene eee OEE $10,926,649 


The accompanying notes are an integral part of the consolidated financial statements. 


NORTHWEST SPORTS ENTERPRISES LTD. AND ITS SUBSIDIARIES 


CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS 
FOR THE YEAR ENDED JUNE 30, 1972 = (with 1971 figures for comparison) 


REVENUE: 
Game ticket sales 


Radio and television rights 
Program sales and advertising 


Novelty sales and other 


Interest income (including $145,152 from 
parent and affiliated companies in 1971) 


Total révenuie: oS ee ek ee ‘a 


EXPENSES: 
Operating and cost of sales: 


Team costs 
Rent 
Other hockey expenses 


Radiorand, television: : cco. .0e See ees 
Program sales and advertising 
Novelty sales and other 

General and administrative 

Interest on long-term debt 

Other expenses 


Total expenses 


INCOME BEFORE INCOME TAXES AND EXTRAORDINARY ITEM 


PROVISION FOR INCOME TAXES (Note 7): 
Current 
Deferred 


Total provision for income taxes 


INCOME BEFORE EXTRAORDINARY ITEM 


EXTRAORDINARY ITEM (Note 5) 


NET INCOME FOR THE YEAR (Note 11) 


RETAINED EARNINGS AT BEGINNING OF THE YEAR 


COMMON SHARE ISSUE EXPENSES 


DIVIDENDS PAID 


The accompanying notes are an integral part of the consolidated financial statements. 


1972 


$ 3,854,375 


1971 


$ 3,649,067 


662,571 578,022 
359,452 337,238 
222,142 227,911 
193,394 169,184 
ee ~ 
5,291,934 ( *) ee 
1,702,513 1,523,269 
395,560 372,747 
258,983 204,696 
78,838 45,397 
154,438 139,044 
160,778 151,786 
731,820 692,896 
349,253 318,589 
200,360 181,793 
4,032,543 3,630,217 
1,259,391 1,331,205 
757,330 704,135 
7,970 16,350 
765,300 720,485 
© 494,091 > 
608,943? oe 
a oH > Sie 
1,103,034 <610,720) 
967,769 397,527 
2,070,803 1,008,247 
a 40,478 
250,003 = 
$ 1,820,800 $ 967,769 


NORTHWEST SPORTS ENTERPRISES LTD. AND ITS SUBSIDIARIES 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
FOR THE YEAR ENDED JUNE 30, 1972 = (with 1971 figures for comparison) 


1972 
FUNDS PROVIDED: 
Funds provided from operations representing net income for the 
year after adjusting for items not requiring an outlay of funds ......... $ 715,389 
Issue of 8Y2 % convertible subordinated debentures 
(net of related discount and issue expenses of $192,760) ............. — 
Issue of common shares (net of related issue expenses 
of $40,478 charged direct to retained earnings) ..................... — 
Reduction in non-current portion of notes receivable ..... 20... 0.4 6. 224 ©. 16,237 
Reduction in franchises and rights to players 
= acjustimentot Capitalized interest”... . ha Sao PER eee aS 
Re ralmiiNnGssOhOMCe mara wt i wenmeaurs Lo. Sr ee 731,626 
FUNDS APPLIED: 
Investment in partially-owned subsidiary (Note 1) ..................... 146,429 
Working capital deficiency of partially-owned subsidiary 
AUS TINCRC AtCEOlc AC CUISILIOMNG fete gs eA oes Ooi6  . Sasha 4 ae ded Mints once 486,455 
ISineminvestia ch tame temmeett svar) 2 Ore hk a ee Mowers lp acd Sie's 10,053 
Additions to leasehold improvements and equipment — net............ 9,261 
Reduction in non-current portion of long-term debt 
MHeTROLIGISCOUM TO oA IU 27 OMIINEO/ 2) a sv oe es le ook Gee ke eo he 2,208,731 
BI Are MOAI ee rn ee fe Ae ic Miele ey a tunis & cn Kayes 250,003 
2) ie eR Mer ost reat iru he Fe ane NS ig a wes 5,806 
TOca URC SLA DiC Camte tse eset oo ha ht ke ree Te eG 3,116,738 
(OLGREASE BLUNCGREASEGINGVWVORKING: CAPITAL Ss «ca fee we cee Se ees (2,385,112) 
WORKING: GAPITAL (DERIGIENCY) ATL BEGINNING OF THE YEAR... 2. .23- 116,167 


$ 


$ 


A971 


615,976 


1,807,240 


155 17,862 
120,215 


11,061 


4,072,354 


124,870 


1,056,750 


7,701 


1,189,321 


2,003,033 


(2,766,866) 


116,167 


ORIGIN GEG nia EPICIEINGY VAT OEND OF TEE YEAR. 00 ce 4.e%. 4. $ (2,268,945) 


The accompanying notes are an integral part of the consolidated financial statements. 


AUDITORS’ REPORT 


To the Shareholders of 
Northwest Sports Enterprises Ltd.: 


We have examined the consolidated balance sheet of Northwest Sports Enterprises Ltd. and its subsidiaries as at June 30, 
1972 and the consolidated statements of income and retained earnings and source and application of funds for the year then 
ended. Our examination included a general review of the accounting procedures and such tests of accounting records and other 


supporting evidence as we considered necessary in the circumstances. 


In our Opinion these consolidated financial statements present fairly the financial position of the company and its subsidiaries 
as at June 30, 1972 and the results of their operations and the source and application of their funds for the year then ended, in 
accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


November 1, 1972 DELOITTE, HASKINS & SELLS 


Vancouver, British Columbia Chartered Accountants 


NORTHWEST SPORTS ENTERPRISES LTD. AND ITS SUBSIDIARIES 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


JUNE 30, 1972 


1. PRINCIPLES OF CONSOLIDATION: 


The consolidated financial statements include the accounts of 
all subsidiaries, all of which are wholly-owned except as 
noted, as follows: 


Vancouver Hockey Club Ltd. (Vancouver Hockey) 

Rochester Americans Hockey Club 1969, Inc. (Rochester 
Americans) 

Seattle Totems Hockey Club, Inc. (Seattle Totems) 
(55.56% acquired during the year) 

Canucks Publishing Ltd. 

Burrard Hockey Club Ltd. (inactive) 


All acquisitions have been accounted for by the purchase 
method. 


As to Seattle Totems, which operates a professional hockey 
team in the Western Hockey League (WHL), the company’s 
55.56% interest in the outstanding shares of that company 
was acquired as of February 1, 1972, by an agreement dated 
April 7, 1972. As at the date of acquisition, Seattle Totems 
had a net capital deficiency of $434,015, the full amount of 
which is assumed, for accounting purposes, by the majority 
shareholder (the company). The excess amount paid by the 
company over the underlying equity of the Seattle Totems of 
$580,444 has been allocated to its franchise in the WHL and 
its rights to players, as shown below: 


Excess of total liabilities over total assets $ (434,015) 
Adjustment of the carrying value of franchise 

and rights to players in the WHL to 

estimated fair market value ............... 580,444 
Adjusted net assets representing the cash paid 

by the company for its investment ......... $ 146,429 


The operations of Seattle Totems for the five months ended 
June 30, 1972 have been fully consolidated in the consolidated 
statement of income and retained earnings and no amount of 
the losses which were incurred have been charged to minority 
interests. 


Reference is made to Note 4 for the practice followed in 
accounting for the cost of franchises and rights to players. 


2. FOREIGN EXCHANGE: 


Assets, liabilities, revenues and expenses of the company’s U.S. 
subsidiaries, Rochester Americans and Seattle Totems, and 
those of the company and its Canadian subsidiaries which are 
maintained in U.S. dollars, have been translated to Canadian 
dollars at the following rates of exchange: 


(a) Current assets and liabilities — at the rate of exchange 
prevailing at the balance sheet date. 
(b) Non-current assets and. liabilities — at the rate of ex- 


change prevailing at the date the company acquired the 
shares in the U.S. subsidiaries or at the date of later 
transactions. 


(c) Revenue and expenses — at the average exchange rate 
during the year. 


3. PREPAID EXPENSES: 


Each year Vancouver Hockey incurs significant costs and earns 
some revenue prior to June 30 which apply to the operations 
of the hockey team in the next NHL season. It is that com- 
pany’s practice to include such net costs in prepaid expenses 
and charge them against income in the next succeeding fiscal 
period. 


As at June 30, 1972 such costs amounted to $169,348 (1971 
— $144,496, net of revenue deferred on the sale of players in 
the June draft of $15,000). The balance of $94,026 (1971 — 
$37,181) represents other expenses paid in advance in the 
ordinary course of the business, inventory of novelties and 
deposits. 


4. FRANCHISES AND RIGHTS TO PLAYERS: 


Subsidiaries of the company own franchises and rights to 
players in the National Hockey League (NHL), the Western 
Hockey League (WHL) and the American Hockey League (AHL) 


(see note 14(b)). These franchises and rights to players are 
recorded at cost, which includes the following: 


(a) In the case of the NHL, the indemnification liability to 
the WHL and its member clubs and interest due to NHL 
member clubs to October 1, 1970 less a discount on 
prepayment of the related long-term debt prior to 
maturity. 


(b) In the case of the WHL, an increase in the net book 
value at the date of acquisition of Seattle Totems (see 
Note 1). 


(c) In the case of the AHL, a reduction on account of tax 
savings arising from the application of losses incurred 
prior to the date of acquisition of Rochester Americans. 


For accounting purposes, it is the practice of the companies 
not to amortize the original cost of franchises and of rights to 
players against income. Additional costs of rights to players 
are expensed as acquired and the proceeds of sale of rights to 
players are credited to income as sold. 


On February 1, 1972 the company and Vancouver Hockey 
were parties to an agreement with the WHL and its member 
clubs whereby Vancouver Hockey was granted the right to 
activate and/or relocate its present inactive franchise in the 
WHL at any time after the company divests itself of its entire 
interest in the capital stock of its subsidiary, Seattle Totems, 
provided that no such activation shall occur earlier than the 
earliest of the two following dates: 


(i) The date that an NHL franchise is granted for the City 
of Seattle, Washington; or 
(ii) Two years from the date of this agreement. 


Vancouver Hockey will have all the rights of a full member 
of the WHL while its franchise is inactive, except that: 


(i) its right to vote, attend or participate in League meet- 
ings will be restricted except for matters relating to 
certain Articles of the League By-laws. 

(ii) it will not be entitled to share in indemnities due or to 
become due from NHL expansion into other WHL cities 
or in distributions (except capital) made to members. 

(iii) it will not be required to pay any assessments made 
upon members of the League. 


Further, if an NHL franchise is awarded to the City of 
Seattle, Seattle Totems may relocate its WHL franchise with- 
out cost. 


5. NOTES RECEIVABLE: 


This amount includes the following: 
Principal Amount 


Current Long-Term 
Portion Portion 
Receivable by Rochester Americans 
for territorial indemnification 
granted to members of the AHL 
on account of NHL expansion 
in 1970" > oe $16,236 $ 647927 
Receivable by Vancouver Hockey 
for NHL expansion in 1972 — 
See. DELO Wawasan 0025 608,403 
$54,261 $673,330 


During the year, Vancouver Hockey received a one- 
fourteenth share of the aggregate price to be paid as a result 
of NHL franchises being awarded to Long Island, New York 
and Atlanta, Georgia as follows: 


Total scompany.S=.Sial ems eee $857,143 
Cash: -reeceiveds 22%, S28". a. ae ee INOFANS 
Long-term notes receivable received in 

considerations of the balanGeus === $646,428 


Vancouver Hockey’s share (net of income taxes thereon of 
$248,200 — see Note 7 A (iii) ) has been reflected as an extra- 


ordinary gain in the accompanying consolidated statement of 
income and retained earnings. 


The long-term notes receivable bear interest ranging from 
1% above the prime rate charged by a given bank on dates 
specified in the note agreement to 7.755% and are repayable 
in varying annual instalments through to 1992. 


6. LEASEHOLD IMPROVEMENTS AND EQUIPMENT: 


Leasehold improvements and equipment are generally stated 
at cost. 


It is the subsidiaries’ practice to provide for amortization 
of leasehold improvements on a straight-line basis over the 
term of leases and to provide for depreciation of furniture 
and fixtures and the various categories of equipment on the 
straight-line basis at the rate of 20% per annum. The amount 
so provided during the year was $20,621 (1971 — $11,655). 


7. INCOME TAXES: 


A. Current: 


The current income taxes payable as shown in the accom- 
panying consolidated balance sheet comprise the following: 
Provision for proposed reassessments 
relating to the taxation years: 


June 30, 1966 to 1969 inclusive ....... $ 131,000 

June 30, 1970 ($42,700, less 
instalimentsiOis 5) 000) 37,700 
168,700 


Provision on net income relating 
to the taxation years: 

June 30, 1971 ($704,135, less 
instalments of $15,235).... 

June 30, 1972 ($818,330, 
including $61,000 relating 
to extraordinary income 
from NHL expansion plus 
refunds less payments 
OlesiO}93.6) ene eee Nee ee 829,266 $1,518,166 


$1,686,866 


$688,900 


(i) The Department of National Revenue — Taxation Divi- 
sion (the Department) has informed Vancouver Hockey that 
it proposes, On reassessment, to increase its reported taxable 
income for the taxation years ended June 30, 1966 to 1970 
inclusive by a total of approximately $1,075,300 as follows: 


Include the indemnification receivable in the 

1967-68 NHL expansion as taxable income $ 255,000 
Disallow the deduction of the indemnification 

liability to the WHL incurred when the 


NHL franchise was acquired in 1970...... 775,300 
Disallow miscellaneous expenses incurred 
throughout the four year period ....... 45,000 


$1,075,300 


The question of the taxability and deductibility of indemni- 
fication receipts and indemnification liabilities respectively 
has been deferred and is to be reviewed along with Van- 
couver Hockey’s request to amortize the original cost of 
franchises and rights to players as discussed below. Although 
management disagrees with the Department’s proposed treat- 
ment of these matters and feel they can support the position 
that the indemnification receipt of $255,000 was a non-taxable 
capital item and that the indemnification liability of $775,300 
was incurred to earn income, they have made full provision 
in the accounts for the possible income tax effects of the pro- 
posed reassessments as follows: 

(a) Provision for income taxes of $131,000 on the indemni- 
fication receivable of $255,000 was made as a retro- 
active adjustment to consolidated retained earnings 
during the year ended June 30, 1971. 

(b) The indemnification liability of $775,300 which was 
claimed for income tax purposes in 1970 and which 
created a loss carry forward for income tax purposes of 
approximately $676,200 as at June 30, 1970 was not 
taken into consideration in calculating the provision for 
income taxes for financial statement purposes at that 
date thereby providing for the tax on income if the 
claim is disallowed. 

(ii) Management is confident that Vancouver Hockey will 

obtain a favourable ruling from the Department to allow it 


to amortize the original cost of franchises and rights to 
players against income for income tax purposes. The tax sav- 
ings resulting from a favourable ruling would not flow through 
as a credit to income in the years in which the amounts were 
amortized or in any other year. The tax savings would be 
realized, however, in the form of a decrease in current income 
taxes payable and consequently in an increase in working 
capital. 


To conform with generally accepted accounting principles, 
Vancouver Hockey has not anticipated the amount of tax sav- 
ings which it may realize from this ruling and has corres- 
pondingly included its total provision for current income 
taxes for the years ended June 30, 1971 and 1972 aggregating 
$1,495,300 in current liabilities. This current liability could be 
reduced or eliminated depending on the amount of the amor- 
tization allowed and the period over which the amount will 
be amortized. Reference is made to (iii) below. 


(iii) Reference is made to Note 5 regarding extraordinary 
income of $857,143 earned during the year as a result of NHL 
expansion whereby a franchise and players’ rights were 
awarded to two new hockey teams who will be playing in the 
NHL commencing with the 1972-73 season. 


Based on the results of past negotiations of another mem- 
ber club of the NHL with the Department of National Revenue 
relating to the taxability of income from the 1967 NHL ex- 
pansion, and based on the provisions of the Income Tax Act, 
Vancouver Hockey has provided for income taxes on $532,500 
of this extraordinary income as follows: 


Cunrenteincomentaxesares acre) ies aman wee $ 61,000 
Deferred income taxes: 
CUTTEN Ea etiete oars a eL Se aedn et Set 050 
NOn=current= a snes nee eee 176,150 187,200 
$248,200 


Although Management has provided estimated income taxes 
on the above basis, it intends to review the taxability of this 
extraordinary income with the Department along with the 
matters discussed in (i) and (ii) above. 


B. Deferred: 
Deferred income taxes comprise the following: 
(Hm Guinent: 


$ 78,920 on account of costs deferred to the 1972-73 
NHL season (see Note 3) 


11,050 on account of the current portion of Notes 
Receivable from the 1972 NHL expansion 
(reference is made to A (iii) above) 


$ 89,970 


(ii) Non-Current: 
$ 56,800 on account of interest costs capitalized as 
part of the cost of the franchise and 
rights to players in the National Hockey 
League (see Note 4) 


176,150 on account of the long-term portion of 
Notes Receivable from the 1972 NHL ex- 
pansion (reference is made to A (iii) 
above) 


(2,950) — a deferred income tax debit on account 
of other timing differences between ac- 
counting and taxable income 


$230,000 


C. Tax Losses: 


The company and its U.S. subsidiaries have tax losses to be 
carried forward, on an accounting basis, of approximately 
$34,800 and U.S. $636,300 respectively of which $6,700 and 
U.S. $533,900 were incurred during the year. Of the tax losses 
of U.S. $636,300, U.S. $230,400 relates to losses incurred by 
Seattle Totems prior to the date of acquisition. The potential 
tax reduction attributable to such losses has not been recog- 
nized in the accounts. Should any of the tax losses of Seattle 
incurred prior to the date of acquisition be utilized, the tax 
reduction resulting therefrom will be credited to Seattle’s 
franchise and rights to players on consolidation. 


Depending on the outcome of the negotiations with the 
Department regarding the deductibility of the indemnifica- 
tion liability of $775,300 discussed under A (i) (b) above, Van- 
couver Hockey may have losses available for carry forward 
purposes of approximately $676,200 on a tax filing basis, as 
filed in 1970. 


8. DUE TO THE NHL, THE WHL AND THEIR MEMBER CLUBS: 


During the year, Vancouver Hockey repaid, prior to maturity, 
eleven of the twelve long-term notes payable to the NHL 
member clubs and two of the six long-term notes payable to 
the WHL and its member clubs at a discount of $490,278, 
which amount has been credited against the cost of franchises 
and rights to players (see Note 4). 

The balance of the liability related to the NHL franchise 
agreement and related player purchase plan agreement, and 
related to an indemnity to the WHL and its Member Clubs, 
aggregating $607,747 as at June 30, 1972 is repayable in the 
years ending June 30: 


1973" 46 te Seen eee $219,133 
TOT Ase chicas 7 Ee se a beet een a 132,570 
1975 aur aba Meso eRhee ait toe amc 132,570 
197.6 Seth eee tel SMe ane 61,737 
1G Zu oedema ee ee 61,737 


Interest is payable at the prime rate charged by the banks 
designated in the three agreements covering the debt out- 
standing. 


The company has pledged as collateral security for $148,300 
of this outstanding debt all the outstanding share capital of 
its subsidiaries except for Canucks Publishing Ltd. and Seattle 
Totems. 


The company and its U.S. subsidiary, Rochester Americans, 
have also guaranteed $148,300 of this indebtedness. 


9. DEBENTURES: 


The 8%2% Convertible Subordinated Debentures, Series A, 
maturing November 15, 1990 (the Debentures) are, in the 
opinion of counsel, direct obligations of the company, but 
are not secured by any mortgage, pledge or other charge. The 
Trust Indenture (the Indenture) permits the company to issue 
additional debentures subject to certain restrictive covenants 
regarding the issue of funded obligations. The Indenture also 
restricts payment of dividends (other than stock dividends) by 
permitting them to be paid only out of consolidated net in- 
come (exclusive of proceeds from the sale of investments and 
fixed assets) earned subsequent to June 30, 1970, subject to 
certain provisions relating to redemption and sale of capital 
stock. Consolidated net income (as defined) earned subsequent 
to June 30, 1970, amounts to $1,713,754 and the company 
has paid dividends to June 30, 1972, aggregating $250,003. 

The Indenture also provides for, among other things, the 
following essential features: 


(a) The right to redeem the Debentures for other than sink- 
ing fund purposes, at prices equal to varying percent- 
ages of the principal amount (plus accrued and unpaid 
interest). 


Payment to the Trustee as a sinking fund on or before 
November 15 in each of the years 1981 to 1989 inclu- 
sive, of an amount sufficient to retire $200,000 principal 
amount of the Debentures in each of those years. 


(c) Conversion of each $100 principal amount of the De- 
bentures at the hoider’s option, at any time up to 
November 14, 1990, or the close of business on the 
business day immediately preceding the date fixed for 
redemption of such Debentures, whichever is earlier, 
into 10 fully paid and non-assessable common shares 
of the company ($700 principal amount was con- 
verted during the year). The company has reserved 
199,930 unissued common shares for the exercise of 
the conversion privilege attached to the remaining 
Debentures. 


(d) Subordination of payment of the Debentures to the 
prior payment in full of all senior indebtedness, defined 
to include current liabilities, present or future, on liqui- 
dation or other distribution of the assets of the company. 


The debenture discount and related issue expenses incurred 
in connection with this issue have been deferred in the ac- 
companying consolidated balance sheet and are being amor- 
tized against income (1972 — $10,684; 1971 — $5,810) over 
the life of the Debentures based on the dollar amount of the 
Debentures outstanding after adjusting for redemptions, con- 
versions and sinking fund payments. 


10. REMUNERATION OF DIRECTORS AND SENIOR OFFICERS: 


The aggregate remuneration paid or payable by the company 
and its subsidiaries to directors of the company during the 
year in their capacity as officers and directors (as required by 
the Companies Act, British Columbia) amounted to $63,000 
(1971 — $60,000). 


c 


The aggregate remuneration paid or payable by the com- 
pany and its subsidiaries to directors and senior officers of 
the company during the year (as required by The Securities 
Act, 1966, Ontario) amounted to $130,500 (1971 — $111,200). 


11. EARNINGS PER SHARE: 


1972 1971 
Income Income 
Before Before 
Extra- Extra- 
ordinary Net ordinary Net 
Items Income Items Income 
Basic earnings 
per share $.49 $1.10 $.67 $.67 
Fully diluted earnings 
per share .49 $1.00 $.64 64 
Daily weighted average 
number of shares 
outstanding 1,000,070 OIDZS29 


The fully diluted earnings per share have been calculated 
on the assumption that all of the 8%2% Convertible Sub- 
ordinated Debentures, Series A, had been converted into 
common shares as of December 8, 1970, the date of issue of 
such debentures. In calculating the fully diluted earnings per 
share the incomes before extraordinary items and the net 
incomes for the years ended June 30, 1972 and 1971 were 
increased by the amount of the interest on debentures, net of 
applicable income taxes, and the number of shares was ad- 
justed for the daily weighted average of additional shares that 
would have been outstanding on conversion. 


12. LEASE COMMITMENTS AND CONTINGENCIES: 
A. Leases: 


Vancouver Hockey is committed under a long-term lease to 
1983 for premises for the playing of professional hockey, at 
the following rates, based on gross gate receipts: 
(a) 15% up to $1,000,000 
672% between $1,000,000 and $2,300,000 
10% in excess of $2,300,000 


(b) 10% from exhibition games 
(c) 15% from play-off games 


The company has an option to renew the lease for a further 
term of ten years at rental rates to be negotiated. 


B. Legal Actions Pending: 


(a) A shareholder of the company has filed suit against the 
company and its directors who held office at the date of 
signing of a prospectus on November 13, 1970 claiming that 
the defendants acted fraudulently or were negligent in not 
disclosing a material transaction and a proposed material 
transaction in the prospectus for which the shareholder is 
claiming unspecified damages and costs of the action. The 
company and the directors named in the suit deny each and 
every allegation of fact contained in the statement of claim 
and submit that the action should be dismissed with costs. 
It is the opinion of legal counsel that this action against the 
company will not succeed. 


(b) A number of actions have been commenced in the 
United States against the NHL and its member clubs (of which 
Vancouver Hockey has been named) for damages and costs 
allegedly sustained by the plaintiffs by reason of alleged vio- 
lations of United States anti-trust laws and for other relief. 


A United States anti-trust action has also been brought 
against Vancouver Hockey in connection with the refusal of 
the NHL to transfer another NHL franchise to Vancouver. 


At this time it is impossible for management or legal coun- 
sel to give any estimation of the chances of success or failure, 
or of the amount of damages which may be assessed, or other 
remedies which may be enforced, in the event of failure. 


13. COMPARATIVE FIGURES: 


Certain of the 1971 figures provided for purposes of com- 
parison have been restated to conform with the classifications 
used in the current year. 


14. SUBSEQUENT EVENTS: 


(a) Subseqeunt to June 30, 1972, the company declared a 
dividend of $.25 per share payable on August 25, 1972 to 
shareholders of record on August 22, 1972. 

(b) By agreement dated July 6, 1972, the company’s U.S. 
subsidiary, Rochester Americans, sold its franchise in the AHL 
and certain equipment for $200,000. 
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Accounting Practices: 


(a) Revenue: 


The Company, through two enbetdiars companies, operates 
the Vancouver Canucks in the National Hockey League 
and the Seattle Totems in the Western Hockey League. 
Revenue from ticket sales is earned exclusively from games 
played at each team’s home arena. As a result, for interim 
reporting purposes, revenue will vary with the scheduled 
dates of home games drawn each year for each league. To 
December 31, 1971, the Vancouver Canucks had played 20 
of 39 (1971 -— 19 of 39) regular season home games, 18 
of 39 (1971 — 16 of 39) regular season away games, where- 
as the Seattle Totems had played 19 of 36 home games and 
12 of 36 away games. 


1971 does not include the revenue for the Seattle Totems 
which was acquired as of February 1st, 1972, but it includes 
the revenue of the Rochester Americans playing inthe Amer- 
ican Hockey League. (Subsequently sold.) In the six months 
ended December 31, 1971, Rochester Americans had played 
17 of 36 home games and 17 of 36 away games. 


Revenue from sales of program advertising and radio and 
T.V. rights is credited to income on the basis of the 
applicable home games played. To December 31, 1972, the 
Vancouver Canucks had 4 home games televised (1971 - 
5 games). 


(b) Prepaid Expenses: 


During the 1972 period, the Vancouver Canucks deferred 
certain material direct costs amounting to $236,168 (1971 
— $163,560) which will be charged against future revenue 
on either a home game by game or monthly basis, depend- 
ing upon the nature of the expense over the last half of 
the company’s fiscal year. 

During 1972, the method of charging the cost of Player 
Purchases against revenue at the start of the N.H.L. season 
was changed to charge these costs against revenue over 


the entire season. This change will not affect the fiscal ~ 


earnings of the company, but will affect the second and 
third quarter earnings. The comparative figures for 1971 
have been restated to reflect this change. 


Earnings Per Share: 


The earnings per share have been calculated using the num- 
ber of shares issued and outstanding during the respective 
periods. The fully diluted earnings per share have been cal- 
culated on the assumption that all of the 82% convertible 
subordinate debentures series A had been converted into 
common shares as of December 8, 1970, the date of issue 
of such debentures. In calculating the fully diluted earnings 
per share, the net income for the 1972 period was in- 
creased by the interest on debentures net of income taxes. 
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REPORT TO SHAREHOLDERS 


SIX MONTHS ENDED 
DECEMBER 31, 1972 


Northwest Sports Enterprises Ltd. 
Pacific Coliseum, 100 North Renfrew Street, Vancouver 6, B.C. 


Report to the Siwareholders 


Earnings for the second quarter were up 1.0 cents per share 
for the same period one year ago, due primarily to increased 
revenues from four additional home games played in two 
hockey leagues in the first half of this year compared to the 
corresponding period last year. However, T.V. revenue is down 
from a year ago because there has been one less televised 
game than for the corresponding period a year ago. 


Earnings per share, based on the weighted daily average 
number of shares issued and outstanding during the six month 
period ended December 31, 1972, amounted to 36.2¢ per 
share, and 34.0¢ per share on a fully diluted basis. This f 
compares to earnings per share of 35.2¢ for the same period i 
one year ago, and 33.2¢ per share on a fully diluted basis. 


Zia K blll. 


-THOMAS K. SCALLEN 
President 


Northwest Sports Enterprises Ltd. 
and its subsidiaries 


Consolidated Statement of Income 
For the six months ended December 31, 1972 
(with 1971 figures for comparison) 


1972 1971 


Revenue (Note 1): 
Game:ticketisalesmve a a eaeniae $2,123,500 $1,871,800 
Program advertising, and radio 


ANd TeV TIGRIS: NOt wwe. «eek 414,600 487,500 is 
Interestaincomenssie ene eae 58,400 131,800" 
SUN Ky -MeR te. Mee ean ria) Sema ae 100 

$2,596,600 ($2,525,700 / 


=H 
—— 
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Expenses (Note 1): 


Operating: ~ 
GAM COSESS 5 Aic8. 2 Gone. ee eens Sees $ 869,400 $ 771,600 | 
Remty tet: tpi onto) acre en eae 199,800 196,300 
Othe rim Aaa ets oath 79,800 106,000 
General and administrative ....... 404,400 356,500 
Interest and long term debt....... 99,800 205,500 
Other expenses (income) net ...... 226,500 55,900 


$1,879,700 $1,691,800 


Income before income taxes ....... $ 716,900 $ 833,900 
480,900 


Provision for income taxes ...... ; 355,300 


Net income for the period 


Earnings per share (Note 2) ...... 
Fully diluted earnings per share _... 


Northwest Sports Enterprises Ltd 
and its subsidiaries 


Consolidated Sistorent of. Soure 
Application of Funds © 
For the six months ended December ay: 19 
(with 1971 figures for eowpat uy > fae 
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yer, eyes, if ft MY . “wv ; 7a 
Funds Provided: vt Rage hGH 
Funds provided from operations ; 
_representing net income after 
adjusting for items not requiring 
an. outlay..of furids 753 ni oes 
Proceeds from disposal of — 
franchise and equity in American a4 
Hockey ‘Ledge. ) s Uh o sayres «83, 
Proceeds from disposal of leasehold 
improvements and equipment (net) 
Reduction in non-current portion — es ‘3 
_of indemnifications receivable .... 


Funds Applied: 


Additions to leasehold improvements 
and ‘equipment. Sosy) ae sabes $ 
Reduction in non-current portion 
of long-term debt (net of ison 
Of $32)808) i at 5 ieee ee ne 
82% convertible epbardinaee WATE 
debentures purchased ........ ea 
Dividends: paid \.°5.435) fae BER AS a. 
Additional expenses related to the 
issue in 1970 of 8%2% convertible 
subordinated debentures (net of © 
related discount and issue expenses) 
Reduction in long-term portion Peis 
of deferred income taxes ........_ 


Sundry investments ....... totes cae 


Increase (decrease) in working 
capital’. 5 3.0000. Sa eae $ 
Working capital (deficiency) at cin a 
beginning of the year ..... .. (2,268,9 


Working capital (deficiency) at Sey 
end of year............ oo... $(2,466,6 


